EQ Technical Asslstor

Dear Sir or Madam:

We have considered your application {or recognition of exemption from Federal
income rax under sectiocu 501 (c)(3) of the Internal Revenue Code.

The evidence submitted discloses Lhut you were lovcavporsted under the non~

profit laws of the State of NN o - ' prrposes oriafly
stated are:

“to astablfish a4 nouprofit howeowners arsocintion within the meaning of
Section 301(c)(3) of the laternal Pevenue Code of 1956...."

“to provide for wmalntenance, preservatlon aad archizectural control of
the residence proparty and common areas....”

“to promote the welfare of the residents whthin the sl ce-descrf bed
proport)’----" ‘

The memberahi{p shall be s non=-stork corporation awmd shall be owned equally by
the meambers. Ownership of a unit within the residence nronerty shall be

the sole qualification for swmbersh{p and shall be entitled to one vote for
each unit owned. The rights of mesbership are subject to the payment of
monthly and special asscssments levied by the associfarion. The otligation
of such asgessments {s loposed againat each owner of and becowea a lien upon
the unit against which such assessewents are made.

Your support 1@ from asscssments against owners. FExpanditures are for main-
tenance, {nsurance, garbage raceptacles, utflitiecs and the care of the
connon areas of the project.

Section 501(c) of the Code describes certain orgenizations exempL'frcm Federal
income tax under section 501(a) ana reads, in part, 48 followas:

"(3) Corporations, *** fund, or foundation, organized and operated
exclusively for religious, charitable, scilentific, ***l{terary, or
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vention of crueity to children or animals, no part of thu net sarn-
ingas which f{nurew to ths benelit of any private abarcholder or
individual, no subastantial pert of the activitias of which Lo
carryiang on propaganda, or otherwise attewpting, to tnflinonce legis-
latton (except aa othareiae provided {n subsection (h)), and whiuch
does N0t participate in, av fntervene in (including the publishing
or dietributing of statements), any poilti{cal cawpatgn on behall of
any candidate for public office.”

Section 1.501(e)(3)-1 of tha ragulatioans provides, in‘paxc, as followw!

“(d) (1) (11) An organlzation ie not organizad or operated oxclusively
for omns ovr wmore of the purpoaes spoecified {n subdiviston (1) of this
subparagraph unlaan 1t sexrvas a public rather than a private labLeroeat.
Thus, to meet the raquirament of this asubdivision, {t IR necersary far
an organisation to astadliah thar 1t is oot organized or éoperaced [nr
the benafit of private interests such &k danignated individuale, tha
creator or his fanily, sharcholdara of the ceganisanticn, or pevaong
controlled, directly or imdfrwetiy, hy wuch private Interestn.’

When cn organization’a source of {(nooesa (s principally {rom mombarship duee
and {s used for the pavesnt of benalita for members, Lt is aasentially a
mitual self {ncerest type of organisativn, Your income {8 usad to provide for
direct benifits like yard wmik, utilitles and (nsurante to the membars. Any
benefita to the largar coumuniry is minor and Soecldental,

Tharefore, we cevaclude that you are not oparvated excloglvely for anctlan
501(c)(3) purposse and are not cntitled to exerpilon from ¥adaval [ucoms t&x
undar the provisions of section H00(c)(3) of thx Code.

Although, a Porm 1024 was not mubmitted for axnmpticnlém a saution 50V(c)(4)
organization, consideration wan given for section 301i(e)(4).

Saction 1,501(e)(A)~1¢ad(2)(1) of the Income Taw Ragulations pre+!dse that an
organization {s operatnd exclusivaly for the prowotion of accial walfoare 1 (¢
is prinacily angagaed fn permitting lu some way the common good and guuaral
welfare of the peopla of the community.

Revenue Ruling 74-17, 1974~1 Cumulative Bulletin 130 holds that an arganization
formed by the unit ownaers of # condominium houning projeact to provide fur the
management, safntenance snd care of rhe common araas of the project, with
wembevship nesegswentu paid by the wait owners does not qualffy for exemption
under wmection 501(c)(4) of the Coude. ‘

The coucept of soctal wolfare fuwplien & sexrvica or program directed at dHane-
fiting the community rathar ther n private group of fndividualo. Like the
orgrnization deocribed in Revenue Ruling 74-17, you are providiag mervicen to
your manbers that they would otheiwise have to prrnvide for themselvas. You
are a private cooparstive enterprise for the aconomic bennff{t and convenlance
of your meabars. Any benafite to the conmmunlty are not suflficient to meet the
requirements of the rogulation thar you will he operated primerily for common
good and general wolfare of the people uf rhe cosmunity.
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Therefore, we conclude that you would not nmeet the requiraments for aection
S5Ci{c)(d) should a Form 1024 be f{lled. f

Althcugh you do not qualify for exemption under sactionsa 301(¢e)(3) and

301(c) (&) of the Coda, it apperrs you may qualify for treatment under section
528, which 1@ applicadle to certein homecwnors ussociarions. We are not
ruling on your organizations treatwent under sccticn 528, Euclosed for your
informatlion is Publications 588 and 530,

If you do not agree with theae conclusions, you may, within 30 days from the
date of this lettar, file {n duplicats a brief of the facts, law, and argument
that clearly sets forth your posfticn. If you desire an oral discussion of the
1asue, please indicate this fn your protest. The enclosed Publicatfon 892
gives inscructions for f{llng a protest.

1f you do not f1le 2 protesat with thia offlce within 20 days of rthe date of
this report or letter, cthis proposed determinat{on will becoma final.

1f you do not proteat this propoaed determination in a timely mannar, fr will
be considered by the Internal Revenue Service ss a failure to oxhaust avallable
aduinistrative remedies. Section 7428(L)(2) of the Internal Revenue Code
provides ia part that, "A declaratory judgment or decree under zhis section
shall not be lasuad Iin any preceeding unless the Tax Court, the Court of
Claims, or the diastrict court of the United States for the District of

Columbia detérminas thar the arganization involved has exhavsted administrative
remedies available to {t vithin the Internal Revenue Service.”

If this deteraination letter becowas a final determination, we wili norify the
appropriate State Officials, ns required by section 6104(c) of the Code, that
based on the fnformaticn we have, wa are unable ta recognite you ms an organ-
fzation of the type described in Code section 501(e)}{(3).

If you agree with these conclusions or do not wiah to file a writtan protast,
please sign and teturn Form 6218 (n the enclosed swlf~addreesed envalicpe as

soon as possible.

I[f you have any further quewtions, please contact tha person whore cawe and
telephone number are shown at the beginning of this Jettwer.

Sincerely,

[ ]
District Director
Enclosurent
Publicationr 892, 3864 and 530
Form 6018




